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ATHENS POR DOT ASSISTANT SECRETARY DAVENPORT 

E.O. 1 1652: GDS 
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SUBJECT: US-UK CIV AIR NEGOTIATIONS: REPORT ON MAY 3 1 . 

1 . WORKING GROUP MET WITH UK GROUP TO DISCUSS US 
RENEGOTIATION 47 (RESPONSE TO UK NORTH ATLANTIC ROUTE 
PAPER 3 AND US POSITION ON THE "HEARTLAND ISSUES.") 

UK GAVE IMPASSIONED STATEMENT OP DISSATISPACTION WITH 
US "BOTTOM LINE" POSITION, STATING THAT PACKAGE IS 
"COMPLETELY UNACCEPTABLE." US POSITION ON 5TH FREEDOM 
RIGHTS, COMBINED WITH US ROUTING FLEXIBILITY BEYOND 
LONDON AND LIBER AT. CAPACITY PROCEDURES WERE MAJOR ISSUES 
POR SHOVELTON, WHO CLAIMED THAT US CARRIERS WOULD HAVE 
"FANTASTIC OPPORTUNITIES", GREATER IN SOME RESPECTS THAN 
THOSE IN EXISTING AGREEMENT. 

2. SHOVELTON STATED THAT THIS WAS LANTASTIC PAPER TO 
PUT ON TABLE AT THIS STAGE PO NEGOTIATIONS. HE HAD NOT 
BEEN WORRIED BEPORE, BUT WAS WORRIED NOW ABOUT SITUATION. 

HE STATED THAT US HAS AT VERY LATE STAGE INCREASED 
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DEMANDS. US WAS STRONGEST NATION IN THE WORLD, AND 
COULD "BULLY" UK. HE HOPED WE WOULD NOT OPERATE LIKE 
THAT, BECAUSE IT WOULD LEAVE "BAD TASTE IN PEOPLES 
MINDS". UK WAS "SMALLER BOY" TAKING ON "BIGGER BOY". 

SHOVELTON ALSO SAID THAT HE WAS ANXIOUS TO SETTLE THE 
MATTER AT THE PRESENT LEVEL AND HE HOPED THIS WOULD NOT 
HAVE TO GO TO THE PRESIDENT AND THE PRIME MINISTER. 
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3. BOYD STATED THAT WE WERE TALKING ABOUT AN AGREEMENT 
THAT WOULD SERVE PUBLIC; WE WERE NOT ABOUT TO ACCEDE TO 
UK DEMANDS MERELY BECAUSE OE UK DISSATISEACTION WITH 
EXISTING BERMUDA. 

4. SPECIFIC ISSUES DISCUSSED WERE: US 5TH FREEDOM, 

BLIND SECTOR BEYOND RIGHTS, MULTIPLE DESIGNATION OF US 
CARRIERS AT LOS ANGELES, SEATTLE RIGHTS FOR BRITISH 
AIRWAYS, MEASURES AND STANDARDS FOR CAPACITY MECHANISM, 
BERMUDA CAPACITY ARTICLE, BEHIND-GATEWAY DOMESTIC FLEX- 
IBILITY FOR US CARRIERS. OPEN ISSUES OF CARIBBEAN ROUTES 
AND HK ROUTES ALSO RAISED BY UK. 

5. ALSO DISCUSSED WAS US CHARTER LINKAGE PAPER (US 47). 

THIS WAS STATED TO BE UNACCEPTABLE TO UK. SHOVELTON 
PROPOSED THAT ANY NEW AIR SERVICE AGREEMENT BE SIGNED 
WITHOUT WAITING TO GET AGREEMENT ON CHARTER ARTICLE. 

WHILE UK WAS SYMPATHETIC TO US POSITION OF MORE LIBERAL 
CHARTER REGULATIONS, IT HAD TO LEAD ECAC SLOWLY TO SUCH 
A POSITION. SHOVELTON PROPOSED OPTIONS EITHER TO 
CONTINUE MEMORANDUM OF UNDERSTANDING OR GO TO SHORT TERM 
SEPARATE AGREEMENT. 

6. CUSTOMS WORKING GRP (KUTZKE) MET TO DISCUSS GROUND 
EQUIPMENT. US RESTATED POINTS IN US RENEG 48. UK 
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STATED THAT UNDER EEC REGS THEY ARE NOT PERMITTED TO 
EXCEPT FROM CUSTOMS DUTIES ARTICLES WHICH WERE NOT 
EXEMPTED PRIOR TO ENTRY INTO THE COMMON MARKET. SINCE 
GROUND EQUIPMENT WAS NOT EXEMPTED PRIOR TO ENTRY INTO 
EEC, IT COULD NOT BE EXEMPTED NOW. THIS IS A MATTER 
FOR EEC. 

7. UK NOTED ITS "HIRE AND LOAN" PROCEDURES WHICH 
WOULD PERMIT INDIVIDUAL PIECES OF GROUND EQUIPMENT TO 
BE IMPORTED UNDER SPECIAL PERMISSION FOR PERIODS OF UP 
TO SIX MONTHS. US NOTED THAT SIX MONTHS WAS INADEQUATE. 
UK RECOGNIZED THAT HIRE AND LOAN WAS NOT THE ANSWER. 

8. UK ALSO STATED THAT IT HAD A TARIFF POLICY OF 
PROTECTING UK GROUND EQUIPMENT MANUFACTURERS. (IN LIGHT 
OF EEC ISSUE THIS SEEMS TO BE OF LESSER SIGNIFICANCE.) 

9. UK NOTED THAT DUTIES WERE SMALL (5-10 PERCENT) AND 
THAT UK HAD TWO MANUFACTURERS THAT COULD SUPPLY 
EQUIPMENT. 

10. US POINTED OUT THAT EEC COULD GRANT EXEMPTIONS OR 
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WAIVERS. UK SAID THIS IS SO BUT UK EXPERIENCE IS THAT 
A WAIVER WOULD BE UNLIKELY. ALSO EEC IS IN PROCESS OF 
REVIEWING ITS TRANSPORT EQUIPMENT POLICIES. FOR THIS 
REASON CHANGES ARE UNLIKELY DURING THE REVIEW. 

1 1 . COMMENT: IT APPEARS UNLIKELY THAT UK WILL AGREE 
TO EXEMPTING GROUND EQUIPMENT. BEST CHANCE MIGHT BE 
A UK COMMITTMENT TO PRESS FOR LOW EEC TARIFFS OR EEC 
WIDE EXEMPTION ON GROUND EQUIPMENT. THIS IS PROBABLY 
A GENERAL ISSUE WHICH CAN NOT BE EFFECTIVELY TREATED IN 
AN AVIATION BILATERAL. 
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